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SUBJECT: MOBIL OIL REQUEST FOR COMMENT ON UAE RUMORS 
REF: STATE 259406 

1 . WHEN I MET WITH OIL MINISTER UTAYBA OCTOBER 24, WE ALSO 
DISCUSSED TALKS THAT HAVE BEEN AND STILL ARE UNDERWAY BY OIL 
MINISTRY AND ADNOC WITH ADPC AND ADMA TO STEP UP 
EXPLORATION FOR NEW OIL RESERVES. AS INDIATED IN ABU DHABI 
3018, 1 WILL BE SUBMITTING AIRGRAM ON THIS SUBJECT. 

2. IN OUR MEETING UTAYBA COMPLAINED THAT TWO MAJOR CONCES- 
IONAIRES (ADPC AND ADMA) HAD DONE VIRTUALLY NO EXPLORATORY 
DRILLING IN LAST FOUR YEARS. AS AN EXAMPLE, HE CITED ADPC. 

EVEN THOUGH IT HAS PRODUCTION OF LITTLE OVER 1 MILLION BPD, HE 
CLAIMED ADPC HAD DRILLED ONLY FOUR EXPLORATORY WELLS LAST 
YEAR. IN CONTRAST, HE SAID OIL COMPANIES IN VENEZUELA, WHOSE 
RATE OF PRODUCTION ROUGHLY EQUAL TO THAT OF UAE, 

HAD DRILLED 300 WELLS LAST YEAR IN EFFORT FIND NEW 
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OIL RESOURCES. UTAYBA REITERATED WHAT HE HAD SAID 
PUBLICALY AND WHICH HAS BEEN PUBLISHED IN OCTOBER 10 MEES 
THAT UAEG NOT ONLY WANTS COMPANIES TO STEP UP EXPLORATION 
BUT WANTS THEM TO TAKE BETTER CARE OF THEIR PRESENT 
PRODUCING OIL FIELDS. HE CITED EXAMPLE OF BU HASA FIELD 
(LARGEST ONSHORE FIELD IN ABU DHABI) WHERE NORMAL 
AVERAGE PRODUCTION IS A LITTLE OVER 500,000 BPD WITH 
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WATER INJECTION RATE OF 400,000 BPD. HE THOUGH WATER 
INJECTION RATE SHOULD BE AT LEAST EQUAL TO EXTRACTION 
RATE FOR GOOD OILFIELD PRACTICES AND HAD SAID SO. RECENTLY, 
HOWEVER, ADPC HAD INCREASED PRODUCTION AT BU HASA TO 
690,000 PBD TO COMPENSATE FOR PRODUCTION LOST AS RESULT 
OF LINES RUPTURED IN FIRE AT HABSHAN PUMPING STATION LAST 
AUGUST, BUT IT HAD NOT INCREASED WATER INJECTION RATE. HE 
HAD ACCORDINGLY INSTRUCTED ADPC STOP THIS "OVER PRODUCTION" 

AT BU HASA AND RETURN TO THE NORMAL PRODUCTION RATE IN N 
NOVEMBER AND DECEMBER. 

3. ON OCTOBER 25, DURING COURTESY CALL BY EXXON REP 
JACK CRUTCHFIELD, LATTER MENTIONED THAT ADPC MANAGER 

GILL AN HAD BEEN REPRIMANDED BY OIL MINISTER UTAYBA FOR ALLOWING 
PRODUCTION AT BU HASA TO EXCEED ALLOWABLE. CRUTCHFIELD EXPLAINED 
THAT THE FIRE AT HABSHAN PUMPING STATION HAD CAUSED A PG 
JA 

DUCTION LOSS OF ABOUT 50,000 BPD. IN SEPTEMBER, THERE HAD 
ALSO BEEN UNDERPRODUCTION. IF A SWITCH IN ALLOWABLES IN THE 
DIFFERENT FIELDS WAS NOT PERMITTED TO MAKE UP FOR HABSHAN 
FIRE AND FOR LOWER PRODUCTION IN SEPTEMBER, ADPC WOULD NOT 
BE ABLE TO MEET ALLOWABLE OF 1,036,000 BPD FOR 1977. THUS BY 
REQUIRING BU HASA TO GO BACK TO ABOUT 500,000, ADPC AVERAGESD 
DAILY PRODUCTION FOR THIS YEAR WOULD DROP TO ABOUT 1,020,000 
BPD. CRUTCHFIELD DISPUTED CLAIM THAT ADPC USING POOR OILFIELD 
PRACTICES, STATING THAT OVER-PRODUCTION IN ANY ONE MONTH 
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COMPENSATED FOR UNDERPRODUCTION PREVIOUS MONTH. ON QUESTION 
OF NEW EXPOORATION, ISSUE REVOLVES AROUNG MONETARY IN- 
CENTIVES NEEDED STIMULATE THIS EXPLORATION. 

4. SUGGEST YOU INFORM PETER CHASE OF MOBIL THAT I DID 
MENTION TO CRUTCHFIELD WHAT UTAYBA HAD SAID TO ME ABOUT 
EXPLORATORY DRILLING AND HIS CONCERN OVER THE WATER INJECTION 
RATES IN BU HASA. HOWEVER, THIS WAS NOT PUT TO ME IN TERMS 
SUGGESTING UTAYBA WAS INVOLVED IN OR SOUGHT A CONFRONTATION 
WITH OIL COMPANIES. THERE IS OBVIOUS DIFFERENCE OF OPINION 
INVOLVED ON HIGHLY TECHNICAL ISSUE BUT I HAVE NO REASON 

TO BELIEVE THAT SERIOUS SOURING IN RELATIONS BETWEEN 
EMIRATES AND ADPC HAS OCCURRED. YOU MAY ADD THAT 
WHILE I AM UNABLE TO JUDGE MERITS OF TECHNICAL ARGUMENTS 
ADVANCED BY BOTH SIDES, IT IS MY IMPRESSION THAT PART OF 
PROBLEM MAY STEM FROM FAILURE BY ADPC TO GIVE UAE OIL OFFICIALS 
FULL AND TIMELY RATIONALE FOR THEIR SWITCHING ALLOWABLES 
AMONG DIFFERENT ONSHORE FIELDS TO ASSURE 1.035 MILLION BPD 
RATE FOR 1977. OIL MINISTRY THEREUPON PROBABLY CONCLUDED THAT 
ADPC WAS ACTING IRRESPONSIBLY AND FELT NEED TO ORDER CUT- 
BACK AT BU HASA. CLEARLY THERE SEEMS TO BE NEED FOR FRANK AND 
FULL DIALOGUE AMONG OIL COMPANIES AND GOVERNMENT POLICY-MAKERS 
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OVER TECHNICAL ASPECTS OF PROPER OILFIELD PRACTICES AND EXPLOR- 
ATION PROGRAMS, INCLUDING OF COURSE INCENTIVES REQUIRED BY 
THE COMPANIES TO MAKE SUCH PRACTICES AND PROGRAMS 
ATTRACTIVE AND VIABLE.; 

5. I HAVE NO INFORMATION REGARDING PRESENT INVOLVEMENT 
BY FONMIN SUWAIDI IN THIS ISSUE NOR AM I FAMILIAR WITH RUMORS 
MMENTIONED BY CHASE THAT SUWAIDI IS PRESENTLY ENGAGED IN IN- 
FIGHTING WITH OTHER UAE OIL POLICY DECISION-MAKERS. TECH- 
NICAL RATHER THAN POLICY CONSIDERATIONS SEEM TO ME TO BE 
AT HEART OF UTAYBA'S EXPRESSIONS OF CONCERN ABOUT ADPC PRACTICES. 

DICKMAN 
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